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lowa League of Cities + Support initiatives to control all public
pension costs and, in addition, increase
A?el\:agagi 13;2#1:?@‘5 state funding of the Municipal Fire and
Municipal Fire and Police Retirement Police Retirement System of lowa

System {MFPRSI).
{lowa Code Chapter 411)

WMonday, November 13, 2006

What is Chapter 411 (MFPRSI) and -]
Why are 411 costs a League Priority? wiou

Member Cities
< CITiES

< A statewide pension and disability system Ames Davenport Letars Waterloo

R . Ankeny Decorah faquoketa Waverly
for fire fighters and police officers Bettendort Dos Moines Harion Wabster City

Boone Dewitt Marshalltown West Des Moines

49 member cities Burington Dubugue tason City

Camanche Estherville uscatine

$1.6 billion in plan assets Carron E— Nowton
COVerS $206 mi“ion Of annual Cedar Falls Fairfield Oelwein

Cedar Rapids Fort Dodge Oskaloosa

participating payroll Centervilte FonMadison  Otumwa

Charles City Grinnell Pella

Pays $90 million in annual pension Glinton Indianola Sioux City
benefits Clive lowa Gity Spencer

Councit Bluffs Keokuk Storm Lake

Covers 7 633 members Creston Knoxvitle Urbandale
H

Sources Of Fundlng For the Year Ending June 30,0O\WA City Contribuﬁons IOWA
=

« Cities (employer) contributions lowa Code Section 411.8 mandates a
. 556,078,840 minimum contribution rate of 17% of
» 72.5% of total dollars contributed earnable compensation (even if the

+ Member (employee) contributions percentage needed to ensure a sound
- 518,525,032 system is actuarially less)

: 24% of total dollars contributed As a result, over-funded the system in
« State General Fund Appropriation past

< $2,745,784 I
. 3.5% of total doliars contributed Current contribution rate: 27.75% of

earnable compensation
Next year: 25.24% of earnable
compensation
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City Contributions IOwWA Member Contributions ‘ﬁg’é
S[CITES el Cimes

- Nocap + lowa Code Section 411.8 sets rate at 9.35%
- No discretion of earnable compensation

« Increase in trust and agency levy * Unchanged since 1995
attributable to MFPRSI costs, from FY + New benefits may increase employee
1996 to FY 2005: 225.49% contribution, but no more than 11.3% of
earnable compensation

« Then 60/40 split between employer and
employee

(Source: lawa Depanment of Management)

State Contributions State Contributions

of CITIES St CITIES
Prior Statutory Commitment: 3.79% of + Now, state contribution is equivalent of
covered payroll 1.33% of covered payroll
In 1992, changed to standing * Impact (1993 - 2006):
appropriation of set dollar amount: - 541,962,275 shortfall in state contributions

$2,942,726 (approximately $1.5 million less « 518,268,829 additional cost to cities
than 3.79%)
Further reductions: Contribution (2007 — 2016):

« 2002 52,816,189 « 572,985,792 shortfall in state contributions
- 2004: $2,752,625 and in additional cost to cities

« Projected Future Impact of Reduced State

= 2005 $2,745,784
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Our Request Iova MFPRSI Costs to Member Cities
SFCITIES ) STCES
+ Renew the State’s commitment to assist in CHIES REQUIRED comABaToN fate

funding MFPRSI
+ Increase state general fund appropriation
to MFPRSI
< Help guard against pension system
changes that increase employer cost, and
consider making changes that promote
procedural and financial fairness 2l coitticd b strturar ot 17 00

it o
« the Year Endnd J
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City Advocacy Toolbox

A1) Property Tax Reform  + Local Government Finance
¥ . Economlc Development and Growth ¢ Controlling Pension Costs.

The lowa League of Cities promotes city progress by encouraging use of all tools available to achieve innovative and effi-
cient delivery of important services to citizens. League members unanimously adopted four legislative priorities for 2007 that
demonstrate the need for new and sharpened tools to build stronger, more vibrant communities throughout lowa.

the Le s Priorities These yellow frames contain the exact priority language ratified by the lowa League of
Cities’ membership. If you have questions regarding the League’s legislative priorities, please contact the League office.

Background: Property taxes are an important revenue source for
Property Tax Reform cities and other local governments. Since the current system was
put in place in 1978, first impacting the 1980 fiscal year, Iowa’s
property tax system has functioned under a “rollback formula”
that rolls back the percentage of taxable valuation when growth
occurs. Even though most residential growth has occurred in cer-
tain areas of the state, the rollback applies uniformly, eroding rev-
enues in low growth areas and shifting the burden to commercial
properties in all communities. Five out of every six cities have
now reached the general fund levy limit, impeding their ability to
provide needed local government services. The rollback formula
must be addressed to improve accountability, equity and stability.

Residential Rollback since 1980

The rollback has decreased from 78.2516% in 1980 to 45.996% in 2007.

| 11

- Prlority: Support a property tax
reform initiative that includes
‘elimination of inequities caused
by the rollback formula.
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The lowa League of Cities is the oldest, continuously operating municipal league in the country. Founded in 1898,
m the League is a not-for-profit organization that advocates for issues affecting cities throughout lowa. The League
|OWA provides wide-ranging services for cities including research, workshops;, reports, pubhcatlons, pooled investments,

LEAGUE and risk management.
of CITIES 317 Sixth Avenue, Suite 800 * Des Moines, 1A 50309

Phone: (515) 244-7282 -+ Fax: (515) 244-0740 * WWww. Iowaleague.org
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) Local Government Finance

Priority: Enable and enhance revenue alternatives, and
‘reduce costly mandates, to allow cities to efficiently manage
vital services including public safety, transportation, utilities
and other quality of life amenities.

Background: Local government efficiency depends not only
on reform of the property tax system, but on enabling appro-
priate revenue sources and reducing mandated practices that
are costly and yield little benefit. Revenues that should be
addressed include but are not limited to fire service levies
and fees, utility franchise fees, water quality funding, road
improvement funding, and funding for amenities such as
parks and trails. State incentives to encourage local govern-
ment sharing should be provided, including resources for
joint planning efforts. An Iowa
Center for Governing Excellence
should be created, and new fund-
ing should be provided to the
Local Government Innovation
Fund to encourage collaborative
projects among local governments.

Background: Although legislators traditionally focus on pension
issues in even-numbered years, the League is advocating for
increased state contributions to the Municipal Fire and Police
Retirement System in 2007. Currently, the state provides less than
one percent of funds needed each year to maintain the soundness
of the system. Since employee contributions are capped and city
contributions are not, rising costs have placed pressure on city
funding and therefore on taxpayers. Improvements that would
allow public pension systems to operate more equitably are
sought, including adoption of more long term actuarial smoothing
assumptions, up-to-date mortality tables, and clarifying subroga-
tion provisions. These improvements will provide cities with tools
for more effective and comprehensive public safety programs.:

4 [ ] [ .
Controlling Pension Costs

Priority: Support initiatives to control all public pension costs and, in addition, increase
state funding of the Municipal Fire and-Police Retirement System of lowa (MFPRSI).

The city of Mount
Pleasant used
Vision lowa funds
to renovate their
old high school
building into a
civic center and
city library. The
building also
includes an audi-
torium, gymnasi-
um, day care
classrooms,
school district
offices, and
meeting space.

Economic
Development
and Growth

Priority: Protect and enhance economic
development tools enabling cities in
lowa to promote economic improve-
ment throughout the state.

Background: Changes are needed to the eminent
domain law to ensure that blighted areas can be
improved and public projects can proceed. Tax increment
financing (TIF) should be supported as an important tool
used by cities to promote economic development. Local
government financing tools need to be diversified, such
as enabling a sales tax increment for certain develop-
ments. Successful quality of life programs need contin-
ued funding, such as Vision Iowa, Jowa Great Places,
Main Street, and tax credits for historic preservation.
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The city
contribution
rate to MFPRSI
has risen dra-
matically in the
last decade.
Cities now pay

2006 " nearly two-

thirds more

Y 4 AV than they did
in 1996.



